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Aet. VI. — The Relations of Debt and Monet. 

If we have two material spheres revolving about a common cen- 
tre, their relations to each other under the law of gravity are sim- 
ple enough. But if we split one of them in two, and thus have 
three bodies gyrating under that law, to determine their relations 
to each other or relative positions at any given time is not so easy. 
So, in considering the relations of debt and money, if we take the 
latter to mean only metallic coins of intrinsic value, there is little 
to task the brain ; but if we include in the term "money " a certain 
kind of debt, then we have in effect three related and variable ele- 
ments acting upon each other, and problems arise more or less 
puzzling. Our solutions will be trustworthy in proportion to the 
care with which we study the two primary elements, and the 
chemical compound of the two which constitutes the third. 

Debt, supported by a sense of moral obligation, lies at the base 
of the highest civilization the world has yet seen. The savage 
man owns only what he can clutch and hold. Deficient in moral 
sense, he owes little or nothing, lacking credit to borrow. He may 
give, but till he begins to be civilized he does not lend. His first step 
in civilization is to lend to another for the sake of increasing his 
own substance by receiving back more than he lent. If the debtor 
does not pay as he promises, he will find his creditor still much of 
a savage. The progress in the law of debt from the savage state 
up to our present '^civilization has been exceedingly gradual. In 
early Eome the debtor who did not pay was liable to become the 
slave of the creditor. By the rather mythical laws of the Decem- 
virs the creditor, if so disposed, might kill him ; and if there were 
more creditors than one, they could not only kill him, but divide 
his carcass pro rata. As we have no information that the Romans 
in that age were cannibals, we are tempted to believe that the 
Decemvirs wrote their laws somewhat figuratively. What is cer- 
tain is, that for a Roman in those days to have ws alienum — an- 
other man's money — was a very dangerous thing, much more so 
than it now is. And perhaps it could not have been otherwise if 
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the present civilization was ever to be reached. In quite modern 
times the insolvent debtor has been considered a criminal, and 
treated as such. Our own Franklin wrote, "When you run in 
debt you give another power over your liberty." Imprisonment 
for debt lasted till, by the increase of moral sense in the average 
debtor, the average creditor found it wiser to seize the debtor's 
property than his person. The law originally did not always allow 
him to do both at the same time. So when he imprisoned a poor 
man he prevented the payment of the debt by keeping the debtor 
in idleness ; and when, not being able to touch the property, he 
imprisoned a rich one, that debtor lived like a prince inside the 
prison and laughed at him. When the law in all cases allowed 
property to be seized and sold for the payment of debt, it turned 
out to be useless to imprison any debtor, except for fraud, or to 
prevent escape from jurisdiction. 

The abolition of imprisonment for debt and the diminution 
every way of the creditor's personal power over the debtor would 
seem to tend towards the limitation of credit and the diminution 
of debt. But, on the other hand, the vastly increased facility of 
production by the introduction of steam and improved machinery 
has more than neutralized that effect. If this increased facility 
were applied everywhere, and to all departments of human industry 
in due proportion, and too much of it were not devoted to objects 
of mere luxury, it would not tend to increase debt, but only ex- 
change, or trade profitable on both sides. But not being so applied, 
the redundant products in some localities and departments, being 
largely of objects that are perishable or liable to go out of fashion, 
must be sold on time. The over-producers must trust the under- 
produces, or do worse. Hence the vast modern increase of debt. 
The expansions of credit since the age of steam began have been 
epidemic, periodical, and excessive. They alternate with collapses 
in which production slackens, and vast masses of debt are swept 
out of existence by insolvent laws. In these seasons of depression 
capital shrinks to some extent, for much of it vanishes by disuse 
faster than by wear. But, however disastrous such collapses of 
credit may be to individuals, it must not be understood that the 
shrinkage of capital, and especially of swollen nominal values, and 
the wiping out of debt represent the destruction of material wealth 
to that amount. To a considerable extent there has been merely 
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a redistribution of it, the effect of which will be to secure a better 
market for the future, in the very regions where manufacturers and 
merchants made their worst debts. They may never reap from the 
seed they too trustingly sowed on a soil not ready for it, but their 
successors will. Even if they have lost on ribbons and laces 
trusted to the wives and daughters of rude backwoodsmen, they 
have created a motive for raising more corn by and by, and still 
more if they have sunk their capital in Western railroads. 

Debt, both public and private, is of two kinds, — that which 
represents productive capital, and that which represents either 
waste or unproductive capital. When debt represents capital pro- 
ductive in the hands of the debtor which would be unproductive 
in the hands of the creditor, it may be a blessing to both. All 
such debts may be regarded as partnerships in business, and to a 
vast extent they are so technically. The evil of the credit sys- 
tem, for which creditor and debtor are perhaps equally to blame, 
is, that in its tidal expansions it produces a large amount of debts 
of mere waste. Such also are most of the national debts incurred 
in wars. War may be necessary, and the results worth the cost. 
May we not hope those of our last will be ? But the debt in- 
curred on both sides represents nothing, in a financial sense, but 
the utter waste of so many thousands of millions of dollars, and 
the payment of that on the victorious side is nothing but a very 
imperfect method of equalizing upon the whole people the losses 
incurred on that side. Mr. David Eicardo was of opinion that of all 
ways of paying for a war the best is to tax enough to pay for it as it 
goes on, just as it is best for a man who is eating up his estate to 
sell rather than mortgage. But if a people cannot do this, they 
had better, when peace comes, tax themselves to pay the whole as 
soon as possible, than to incur the expense of protracting the pay- 
ment by supporting an army of tax-gatherers through a generation or 
two. Most emphatically must this be true of a country which has 
immense undeveloped resources, whose value depends on immigra- 
tion, — a thing which will be encouraged in proportion to the im- 
munity from taxes. This reasoning does not apply to a public debt 
which represents productive property in the hands of the public. 
Whatever can be done by a government, either national or muni- 
cipal, more economically and more beneficially to the citizen than 
by private enterprise, presents a reason for public or municipal 
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debt. Such a debt is no more a burden to the public or the tax- 
payer than it is to the private citizen, because every man receives 
a benefit more than equivalent to his tax. Such are often muni- 
cipal debts for water and gas supply. And it is not clear but a 
part of the national debt for a great continental line of rail would 
be less burdensome if the government were the owner of the road 
instead of having given a subsidy to private enterprise. 

It is not our purpose to discuss the propriety of public debt 
generally, but simply to show its relations to money, on the 
assumption that for some reason or other it is sure always to 
exist. 

Debt, though not necessarily, is conventionally and conveniently 
expressed in terms of money. It implies interest, varying in the 
absence of usury laws, from zero upwards, about inversely as the 
probability of the payment of the principal and the supply of 
capital relative to demand in the locality. The value of a debt 
depends not only upon its principal and interest, but on the secur- 
ity held for its payment. If this security be merely personal, the 
debt will increase in value as the debtor grows wealthy, and vice 
versa. Hence, if the bonds of two corporations are sold at par with 
the same interest, and one grows richer while the other grows 
poorer, the bonds of the former will soon sell for more than 
par, while those of the latter will sell only for less, which means 
that creditors are now willing to lend to the richer for less interest 
and not to the poorer without more. When debts are due at a 
future time, without intervening interest, their value is impaired 
by a negative interest or discount. Hence debts without interest, 
payable on demand, if not paid on demand, necessarily depreciate 
in value. 

The only kind of debt practically without interest is that used as 
money. This is almost necessarily so. Interest-bearing debt in- 
creases in value as interest accrues, which would render it incon- 
venient as a medium of exchange, and a bad representative of coin, 
which never increases. Money, in itself, is always unfruitful It 
is only what it brings that can produce fruit. To the money- 
lender, next to the misfortune of losing his money is that of hav- 
ing it on hand. And it does the borrower no good till he has 
spent it. As a promise of any thing is not the thing itself, and 
cannot possibly be as valuable as the thing itself, unless it can at 
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will be exchanged for the thing, so it is impossible for a dollar of 
debt to be as good as a dollar of coin, unless the debt is actually 
as well as nominally payable on demand in coin. 

Debt, as we have said, is an obligation to pay something, not 
necessarily money, but usually dollars and cents, pounds and shil- 
lings, etc., meaning coins, or, in common parlance, money. Practi- 
cally, debts are seldom discharged by the payment of money, so that, 
if we define money as anything which discharges a debt, we shall 
include in the term almost everything in the world, not excluding 
debt itself. This may be logical, but it is not constitutional. The 
Constitution of the United States, in forbidding the States to make 
anything but gold and silver coin a legal tender for the payment of 
debts, and not granting to the general government the power to do 
it, seems to define money, and to express the will of the people to 
make a distinction between money and the promise of it. Money, 
as so defined, has several distinct functions, which have been vari- 
ously expressed by different writers. 

Professor Jevons names four. With him money serves, first, as 
a medium of exchange ; second, as a measure of value ; third, as a 
standard of value ; and fourth, as a store of value. But his second 
and third functions are not wholly distinct, and the introduction 
of the term " value " is not particularly happy, for value resides in 
the mind in relation to the object, and not in the object itself. 
What is valuable to one person is less valuable or worthless to 
another. This is the foundation of trade, and the reason why it 
can be and usually is profitable to both parties to it. Money no 
more measures or is a standard of the value of wheat than wheat 
is of the value of money. A given sum of money has not the same 
value perhaps to any two individuals in the world, nor perhaps to 
any one individual at different times. All that can be said is, that 
money is less alterable, more easily divisible, and more uniformly 
valued by mankind than any other form of material, transferable, 
and divisible property, not for itself only, but for its functions. 
These functions may be distinguished as three, all of which grow 
out of the peculiar qualities of the metal coined, and the relation 
which the supply of it bears to the demand for its use for these 
and other purposes. First, money is a medium of exchange and 
distribution. Second, it serves practically as a measure of debt, 
though not a fixed or theoretically perfect one. Third, it is a store- 
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house of purchasing power. By all this we mean nothing more 
than that money is the species of property which, in regard to the 
constancy of its purchasing power through space and time, excels 
every other. As a medium of domestic exchange, where time is 
out of the account and parties are under the same laws, something 
else may equal or excel money which would not perform the other 
functions at all. For example, an evidence of debt, or obligation 
to pay, with a recognized value attached to it for the present 
moment, whether at par or below, may be as convenient for that 
purpose as money, or more so. But debt as a measure of another 
debt due at a distant future has the disadvantage of introducing 
a third risk or cause of uncertainty where there were already two. 
Coin, even of the rarest and most perfect metal, has its own risk 
of changing value in time. The debt to be measured has its risk 
of insolvency, which interest may compensate. Another debt can- 
not be used to measure it as well as money, unless its risk of in- 
solvency or depreciation can be reduced to zero. In other words, 
paper-money cannot be as good as coin as a legal tender for de- 
ferred payments, unless it can be made absolutely certain that it 
can be converted into as much coin at the maturity of the debt as 
it passed for at the inception. And it is equally true that on no 
other condition can it as well perform the function of coin as a 
storehouse of purchasing power. 

From these considerations it seems certain that the general gov- 
ernment cannot emit bills of credit not immediately convertible 
into coin and make them a legal tender for the payment of debts, 
without by the same law " impairing the obligation of contracts," 
— a power which is forbidden by the Constitution to the States, 
and not delegated to the United States. A more sweeping law 
impairing the obligation of contracts than one making a legal ten- 
der of paper promises, as variable in purchasing power as green- 
backs have been since the war, can hardly be imagined. True 
enough, it makes no nominal change in any contract ; but really, as 
the purchasing power of the legal tender promises depreciates rela- 
tively to the purchasing power of the coin promised, it does to 
every contract exactly what the unjust steward in the Gospel did 
to his lord's debtors, — diminishes the debt, with a necessity of 
doing the reverse whenever it appreciates. 

It would be ridiculous to dwell as we have on these platitudinous 
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truisms if they had not been so disastrously ignored or trampled on 
in the conduct of our national finances since the war. 

The winning of money is one of the most vital powers of civili- 
zation, and it is essential to the very existence of property that it 
should be a function confined to the supreme government. Hence 
the Constitution forbids the States to coin money or emit bills of 
credit as a substitute for it. The States are not forbidden to bor- 
row money, and the general government is expressly empowered 
to do it. It would seem to be a fair inference from the language 
of the Constitution on this subject, that it was not intended, in giv- 
ing Congress the power to coin and borrow money, to give it any 
power to " emit bills of credit," that is, paper-money, or to render 
such paper-money a legal tender for the payment of debts. The 
intention, so far as we can gather it from the Constitution, seems 
to have been that the Federal government should create money 
which should perform the three desirable functions above men- 
tioned simply by coining metals. If such was the intention, it 
was speedily defeated by the States creating corporations which 
emitted bills of credit, to wit, bank-notes, and Congress chartering 
a national bank, which also emitted bills of credit that were, in 
fact, made a legal tender for debts due the government. Doubt- 
less this was quite as inevitable as it was unconstitutional. The 
mischiefs that grew out of it are indelibly engraven on all memories 
that reach back half a century. 

The civil war about slavery had no sooner broken out than Con- 
gress was obliged to borrow money as never before. It did this 
partly by emitting bills of credit bearing no interest. These were 
not only not redeemed in coin on demand, but were made a legal 
tender for the payment of all debts, public and private, except 
customs duties. In other words, it was ordained that this species 
of public debt should be not only the medium of exchange, but the 
measure of all private debts not contracted in terms of coin. 

We do not propose to discuss the question whether the Union 
could have been restored otherwise. It is enough to know that 
in four years the disunion faction was subdued, reconstruction was 
made possible, and four millions of slaves were set free at an ex- 
pense, we may say, of a million of lives, and property which it 
would take perhaps ten thousand millions of dollars to measure, 
not to speak of the loss of the slaves as property, for they are 
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doubtless more valuable to themselves than they ever were to 
their masters, and they are beginning to be found more valuable, 
as free, to their ex-masters than they ever were as slaves. Besides 
the liberation of the slaves, there may yet accrue from the war 
another benefit of hardly less value, which it is the special purpose 
of this article to foreshadow. 

The consequences of making one sort of debt a legal tender for 
the payment of almost all other sorts of debt were, first, to retard 
the depreciation in value of the former, and second, to demonetize, 
with a single exception, gold, which had come to be the only legal 
measure of debt, degrading it into merchandise. But gold being 
still indispensable for duties, the world's money if not ours, and 
the safest of all merchandise in time of war on either side, rising 
immensely above its normal value in cases of general or personal 
danger, its price in greenbacks, as it rose and fell during the war, 
cannot be taken as a measure of the real value or average purchasing 
power of the greenbacks. Their value at any time depended on 
what they would then buy on an average of merchandise, of which 
the demonetized gold was but a small fraction. Flour and beef 
might be steady in greenbacks while gold rose and fell fifty per 
cent. But prices in greenbacks during the war ranged more than 
twenty-five per cent higher than prices in gold, or paper at par 
with it before the war, so that we may safely say that the govern- 
ment, in borrowing its own depreciated money at six per cent on 
its par, was really paying eight per cent. Of course it is still pay- 
ing a higher interest than it seems to be. 

Plainly, when the war ceased, the constitutional duty of the 
government to furnish the people the best possible medium of 
exchange, measure of debt, and storehouse of purchasing power 
recurred. There were two ways of doing it : first, by repealing 
the Legal Tender Act, and funding the non-interest-bearing debt ; 
second, by paying for greenbacks specie at par on demand. If 
the government had taken the former course, the country would 
have been thrown back on the paper-money of corporations, 
secured by bond deposits or otherwise; if the latter, which has 
been oddly called " resumption," as if the government had ever 
paid specie at par for its notes before, we should have had a better 
paper-money than the world had ever seen, not excepting that 
issued by the bank of Amsterdam or of England. As it is, we 
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have a far better one for most people and most purposes than our 
own country ever had before the war. The reasons why the first 
course was not taken are too plain to need statement. As to the 
second, the reason commonly alleged is the difficulty in the way 
of the government procuring the requisite amount of gold to " re- 
sume " and " stay resumed." In the greatest gold-producing coun- 
try in the world, with the strongest reasons of any country for 
using paper-money instead of gold, with six per cent government 
bonds at par in gold or above it, this reason is hard to be believed, 
even from the mouths of the most respectable financiers. How 
could it possibly have been true, even at the close of the war, if 
the government was then able to pay the interest on its whole 
debt, which no sane person will deny ? 

But we have not far to search for a reason which is not only 
sufficient, but quite credible. During the war a large amount of 
private debt had been incurred, which was outstanding at its 
close. This debt was measured by the greenback dollar. It had 
been incurred when that dollar had a purchasing power of not 
more than seventy-five cents of coin. Immediate resumption 
would seem to oblige the payment of every dollar of it at one 
hundred cents for seventy-five received. There was therefore a 
large debtor or bear interest to keep down the value of the green- 
back and stave off resumption as long as possible. On the pre- 
tence that business needed more money and cheaper, the bears 
insisted on inflation. On the still flimsier pretence that it was 
impossible to resume till the value of the greenback had been 
brought up to that of gold by contraction, the friends of solid 
money were lured into the policy of " selling gold " to the highest 
bidder in paper. This process, with the increasing credit of the 
country and the revival of the industries interrupted by the war, 
raised the value of the paper dollar in terms of gold from about 
sixty-three cents in 1865 to eighty-nine cents in 1872. This 
gradual rise in value of what, as a measure of debt, ought to have 
been as fixed as possible, increased the difficulty of paying old 
debts during those eight years, while new debts, private and cor- 
porate, by the expansion of credit already alluded to, enormously 
increased even to the extent probably of two or three times the 
national debt. At last the crisis came in 1873, and contraction of 
credit suddenly took the place of expansion. Since then the same 
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policy of contracting the currency at least relatively to the de- 
mand, that is, of holding still till "the country grows up to resump- 
tion," has been persevered in, and debt has been going under the 
sponge of insolvency laws with undiminishing rapidity. 

It can by no means be pretended that all this could have been 
prevented if we had had the greenback convertible into gold ever 
since the war, either at sixty-three cents or one hundred cents. But 
it is quite obvious that, with a measure of debt fixed at sixty-three 
cents, more debts, including those contracted during the war, would 
have been paid. As to debts contracted since, more of them would 
have been paid, whether the dollar measuring them had been fixed 
at sixty-three cents or one hundred. It is the last straw that 
breaks the camel's back, and when the camel is a debt, it is to be 
remembered that the creditor is as likely to suffer as the debtor by 
that accident. 

It is widely assumed that now that the paper dollar has come 
within five cents of the gold one, specie payment has become cor- 
respondingly easy. If this be so, it is not so much on account of 
this proximity of value, as because the bear or debtor class has be- 
come politically weaker by the wiping out of debt. As long as a 
man's debts exceed his credits, he has a motive to make the measur- 
ing dollar as small as he can, and no conscience to counteract that 
motive till the dollar becomes as small as when he contracted his 
debt. 

At the close of the war there were, as there are now, two ways 
of establishing a par of paper and gold : first, that of paying the 
debt at its face in the existing coin ; second, that of reducing the 
coin to the value of the debt, and then paying on demand. Either 
was financially possible, but only the latter was politically pos- 
sible, and perhaps the same may be true now. It cannot be 
denied that ever since the war the government has had the finan- 
cial ability to pay interest on its entire debt. Hence the question 
of specie payment was and is entirely political. The only thing 
politically possible, a compromise between creditors and debtors 
as to the measure of debt, was not attempted. Recoinage was the 
"preparation for resumption" on which the two interests might 
have agreed, and may still. The debtor interest did not propose 
it. Large numbers of politically powerful debtors knew it was 
financially impossible for them to pay even in dollars no more 
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valuable than those they received. Hence they contended for 
expansion, meaning cheaper money ; or they mustered all the 
forces of financial pedantry to persuade the people that there was 
no possibility of immediate specie payment on any plan, and no 
preparation for it but a gradual contraction of the greenbacks 
by funding, " gold-selling," and letting the country grow up. The 
country has grown up to see a good deal of bankruptcy, some 
of which might have been prevented by so fixing the measure of 
debt that it could not increase between the inception and the 
maturity. 

The recoinage and reduction in value of the dollar need not 
have affected the government's debts, or any other contracted to 
be paid in the old dollar. There was no question of financial 
morality to be encountered in doing it, for that had been met and 
decided already. The government in making its paper promise 
of a dollar a legal tender, and allowing it to depreciate, had virtu- 
ally done the same thing as if it had reduced the coin in relation 
to all debts contracted in terms of dollars during this depreciation. 
Had it, instead of issuing paper liable to depreciate, issued new 
coins worth only seventy-five per cent of the old ones, and made 
them a legal tender, could it, after these new coins had been used 
to measure hundreds of millions of new private debts, then issue 
more valuable coins and expect these debts to be paid in them ? 
This, in practical effect, is just what the financial administration 
of the government has been doing. 

At the close of the war there was excuse enough for the finan- 
cial chaos in which the government found itself, with obligations 
to pay several hundred millions on demand, worth in the market 
but about two thirds of their nominal value. It might have said : 
" The wrecks of the war cannot be helped. The government must 
honestly pay its own debts, now it has the ability, though the 
consequence may be to add some private debtors to the general 
wreck." Had the greenback dollar been made equal to the gold 
dollar then, the shock would have been comparatively small, 
because the mass of debt that had been contracted in the former 
was comparatively small. It would hardly have deranged busi- 
ness more than the failure of a single staple crop. But now that 
thousands of millions of debt load the country, all contracted on 
a far lower measure than the present value of the greenback, is 
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there any excuse for making these debts heavier ? The most 
honest and honorable debtor, having paid the interest he agreed, 
cannot feel himself bound in honor to pay a larger principal than 
he received. His honorable instincts are no more in favor of 
being cheated than of cheating others. Is it statesmanship to 
override these instincts ? They can only be regarded by settling 
the coin measure of debt for the future about where, on the 
average, the proper measure of debt has been for the last thirteen 
years. Compromise seems to be still the only politically possible 
solution, with even more reasons for it than existed in 1865. 

The possibility of a financial compromise is evinced by the 
eagerness with which the debtor interest seized the idea of the 
"bonanza" speculators, of resuming in silver when that metal 
fell below paper in the market. It was not that either party 
wished to defraud the public creditor. The miners wished to 
make a better market for their silver; and the private debtors 
wished to pay their own debts in dollars nearer the value of those 
they borrowed. The latter would plainly have no antipathy to 
gold dollars if they were made by the slightest fraction less valua- 
ble than silver ones. And why should the private creditor 
interest insist upon screwing up the value of the paper dollar to 
par with the present gold dollar, when every turn of the screw 
increases bankruptcy, without increasing the disposition of the 
debtor class to acquiesce in " resumption " ? Eeconciliation is the 
order of the day, and in no field would it be more fruitful of 
prosperity than the financial. 

The capitalist or creditor class has really, if it did but know it, 
a deeper interest than the debtor class in making a considerable 
reduction in the measure of debt. Eesuming in a smaller dollar 
will not only save a vast amount of principal, but arrest the 
downward tendency of interest. 

The men are not yet quite all dead who remember how a blun- 
der as to the relative value of gold and silver kept the gold coin- 
age of our mint out of the currency till 1834, when it was first 
brought into use by reducing the weight of the gold coins about 
six and one fourth per cent. The " Benton mint drop " thereafter 
became a common thing in the pockets of the people, and, occupy- 
ing so much less room, and weighing so much less in proportion to 
its paying power than the old Spanish dollars, and above all things 
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not depending for that power, like paper, on the solvency of some 
speculative corporation, it became a great consolation in the dark 
days from 1837 onward. If by another such happy experiment 
we can re-establish gold as a measure of debt, with silver as its 
auxiliary under such regulation as to secure an abundance of it for 
small exchanges, and henceforth forever make our greenbacks con- 
vertible into these new coins at par, at the pleasure of the holder, 
then indeed we shall realize from the war a benefit worth its cost. 
Gold, with such aid* will come about as near fulfilling all the 
requisites of money as any material substance that can be im- 
agined. "What it lacks will be supplied by debt, the actual pay- 
ment of which on demand will be secured by the sovereign will of 
the people themselves, thus precluding redundancy as well as 
scarcity of the means of exchange. When we consider that hon- 
est money is to civilized society what healthy blood is to the indi- 
vidual human being, it is not extravagant to say it will be worth 
the cost of the war. Without the war it seems to have been im- 
possible. Having paid for it so dearly, and approached it so 
nearly, shall we lose it ? 

As long as we have a national debt in excess of that volume of 
paper-money which the highest convenience of business requires, 
we may be sure of it by doing two things : first, making the 
greenbacks convertible into gold ; second, by making the funded 
debt always convertible into greenbacks, so far as it can be done 
consistently with the principle of not thereby increasing the pub- 
lic debt, but far enough the reverse to pay for transacting the busi- 
ness. For example, suppose the new coins are reduced to ninety 
per cent of the old ones, and a government bond payable, princi- 
pal and interest, in the old coins sells above par in the same. 
This means that the government can borrow at a lower interest 
than that named in the bond. If, then, it pays for that bond in 

* Though, the Constitution implies no distinction between gold and silver coins 
as measures of debt, and thus seems to set up a " double standard," experience 
has proved that only one at a time can be so, namely, that which happens to be 
least valuable as merchandise. Practically the question of a double standard has 
settled itself. If we are to enjoy the great convenience of having gold, silver, nickel, 
and copper in the currency, gold must be the sole tender, except for inconsiderable 
sums, while the coins of other metals, while of somewhat less value than their face, 
must be convertible into gold in small sums. This will prevent both their exporta- 
tion as merchandise and their redundancy as currency. 
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new greenbacks convertible into the new coins, $ 1,110 for $ 1,000, 
it has not increased the debt. It has been paid $ 1.11 for doing 
the business. It will save the whole interest on $ 1,000, while 
the greenbacks are not presented for gold, and when they are pre- 
sented, if it has not the gold it can probably borrow it for a lower 
interest than it was paying before. This seems to be a safe enough 
operation for the government, and it yields to the appetite for 
paper money all it can reasonably ask. 

This will preclude the possibility of ever returning to bank-notes, 
the fond dream of some bank directors and speculative merchants. 
They tell us a bank currency based on goods sold and delivered is 
perfectly safe. But add to that basis the personal liability to the 
extent of their property of all the stockholders, and it is still true 
that the whole of a thing is greater than any part of it ; that the 
promise of the government, based upon the entire property of the 
people, is better than that of any one capitalist or any incorporated 
clique of capitalists. It is this superior credit of the government 
which floats the national bank-notes, secured by government bonds, 
of all such banks alike, no matter whether solvent or insolvent. 
Let the issue of otherwise secured bank-notes be ever so free, they 
can no more be forced into general circulation as money, in the 
presence of government paper unrestricted as to its volume except 
by its convertibility into coin, than private or corporate negotiable 
notes can. The motive of this hankering after a return to bank- 
notes by the conductors of some of the national banks, and the ad- 
vocates of so-called free-banking, is not far to seek. The former 
would a little prefer to have the whole profit of borrowing without 
interest to lend at interest, to having only the lion's share of it. 
And the latter, not having the government coupon bonds to put up 
as security for their notes, desire the privilege of doing it with less 
solid security. They must wait till all the people are dead who 
ever knew the State banks, " safety fund " or other, and then it 
will be too late. 

As we have already said, the national debt, for one reason or 
another, is likely always to exist. And it is likely always to ex- 
ceed the amount of paper-money which can float when convertible 
into gold. The volume of currency in circulation, whether gold 
or paper or both, must vary for many reasons. It depends on the 
needs and whims of individuals and the habits of business. It 
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cannot be controlled or regulated by any government. If an epi- 
demic of credit should set in, and everybody take it in his head 
to trust everybody, it would be in vain for the government to try 
to prevent the inflation of private or corporate debt by restrict- 
ing its own issue of paper-money. Private evidences of debt are 
always available at such times to pad out the circulating medium 
of exchange. But the less of such padding the better, and evidently 
there will be less of it if the people are free to convert government 
bonds into greenbacks when inclined to speculate than if not. 
The more gold, or paper as good as gold, is in the hands of the 
people when private notes fail and credit collapses, the better for 
the people certainly. Is it worse for the government ? Every 
dollar of the public debt while in circulation as money saves its 
interest. "When the people contract the currency by demanding 
gold, the worst that can happen to the government is to have to 
pay interest again, according to its credit at the time. And interest 
is always lowest after a collapse. The only flaw in the logic of 
the interconvertible bond scheme is that it involves no relation of 
debt to real money, but only of debt to debt. Non-interest-bearing 
debt convertible only into debt bearing a paper or debt interest is 
like lashing two rafts together when you wish to keep them sta- 
tionary without connecting with post or anchor. If one was going 
down stream, so will both be. 

Well, asks a strict constructionist, shall the government go into 
the business of banking and money-changing ? Shall it do for the 
people what they can do for themselves ? Surely not. But creat- 
ing and preserving the best possible measure of debt is not any 
legitimate function of banking, and it is what the people cannot 
by any possibility do for themselves. It is the proper function of 
the sovereign power, and cannot be safely left even to be tampered 
with in the slightest degree by any class or set of individuals. 
Any such class — call it national bank or banks, or what we please 
— that should get control of this great function would in fact be the 
sovereign power, with the nominal government as its subaltern. 

When we speak of the creation and preservation or regulation of 
money as a function of the sovereign power, we must not be 
understood to mean that the proper material for money is not 
determined by the nature of things, a law higher than any govern- 
ment. The function of the latter is in reality only to give effi- 
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cacy to the higher law. It creates only in the secondary sense 
of crowning as king that species of matter which has the inherent 
right to rule. The fiat of the sovereign power of the state that 
anything else than the most perfect, all things considered, of the 
metals shall be coined as the ultimate and sovereign measure of 
debt, whether it be other metals, as platinum, silver, nickel, copper, 
iron, or other valuable objects, as sheep, oxen, land, or objects of 
inconsiderable value, as bits of leather, ^bark, paper, cloth, must 
necessarily be nugatory and transitory. Witness the bark cur- 
rency of Kublan Khan, who was sufficiently sovereign, and whose 
money perished with him. If the civilization of the world is to 
go forward and not backward, if we are to have e pluribus unurn, 
and the prosperity of the mass is to be built on the freedom and 
competence of the individual till a metal more perfect and less 
vulgar is discovered, the right of gold to be the measure of debt 
can no more be questioned than that of the sun to rule the motions 
of its planets. The hypocrite may discard it for the sake of getting 
more than his share of it or what it will buy, but all men in their 
heart of hearts vote for it, and there is no possibility of its being 
honestly counted out. 

The fundamental thing which men value most in civilization as 
the ultimate object of their toil is real estate, land, place wherein 
to be, with what it implies. The ownership of real estate is so 
desirable that mortgages on it with sufficient margins are often 
easily transferable securities. Financial theorists are by no means 
uncommon who have proposed paper-money for circulation having 
its dollar or unit without immediate relation to any coin, but to 
the land as valued by the mortgage. For example, A owns an 
estate in a city which occupies 5,000 feet of land, and which will 
sell in the market for $ 20,000 of our present money. "Wanting to 
use some money, he mortgages his land to B for $ 5,000, not mean- 
ing that B is to pay him $ 5,000, but to hold the mortgage as a 
trustee to secure the payment of 5,000 bits of paper, called dollars, 
which A is to issue and use as money. Each of these dollars en- 
titles the possessor, under certain conditions, to a foot of A's land. 
The conditions are that A does not pay these dollars on demand, 
and that the possessor has bought them all up. He then takes 
possession. But as these paper dollars do not represent coin at all, 
but fractions of land, how is A to pay them ? Easily enough ; for 
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everybody else who owns land and wants money is to make it out 
of land in the same way. Hence money will be abundant, prices 
low, and everybody can pay. It is plain enough how, as in the 
case of perpetual motion, all that is wanted is something to start 
this scheme. Coin-money is to do that. Then it may retire for 
good, and the land-money will be perpetual, and everybody will be 
rich forever. 

When the doctors give us healthy blood* without the red cor- 
puscles, perhaps civilized society will be able to dispense alto- 
gether with the yellow disks as the vital and basal constituent 
of money ; but not much sooner. 

As we have already noticed, the value of a debt depends largely 
on the sense of moral obligation, as well as ability to pay on the 
part of the debtor. Civilization has gone far beyond relying much 
on any substitute for this sense of moral obligation. The only 
hope of a good time coming lies in cultivating this sense, and 
trusting only when it is found practically developed. 

If debt is \fi be used as money, it must have the highest pos- 
sible sense of honor, as well as ability to pay, behind it. The 
government, which is merely an organism through which the peo- 
ple endeavor to secure justice to the individual, cannot cultivate 
a sense of honor or obligation to pay, unless it shows it in rela- 
tion to its own debt. If it resorts to the tricks of the speculator, 
it cannot save the people from speculation. If it steals itself, 
punishing theft is of little effect. The preacher who breaks the 
moral law preaches it to little purpose. When we have an hon- 
est debt currency, however we may come by it, we shall have got 
rid of one great source of that moral depravity which is also the 
source of hard times. We shall have the government thence- 
forward setting a good example, as for the last decade at least 
it has been setting a very bad one. Large corporations, with 
special privileges, being essentially soulless, cannot be trusted 
any further than they can be made diaphanous. As they can 
never be perfectly so, or as much so as the government, in which 
all have a voice, we cannot rely on them to teach honor either by 
precept or example. The only hope is, that they may catch it 
from the government on one side or the people on the other. 

For the last thirteen years the moral sense of the people has 
been chloroformed by the circulation, as money, of about seven 
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hundred millions of lies. Do we wonder that bad debts, the 
world over, have arrested the progress of industry by an impass- 
able barricade ? Do we wonder that in spite of the inventions of 
Watt, Fulton, Stephenson, Morse, — multiplying by tenfold the 
power of man over matter, — multitudes of people are in dread 
of starvation ? Lying is contagious. It is time for thoughtful 
men to reflect that the most dangerous truth, in any department 
whatever, is safer than a lie. Through lying, it has come to pass 
that idleness escapes its natural penalty of starvation easier than 
ever before, while honest industry is more often doomed to go 
hungry. The conflict is not between capital and labor, which are 
natural friends henceforth and forever, but between these two and 
the leeches that prey on both. The investigating spirit which has 
seized the people is the best sign of better times. When exact 
truth is as much revered in business as in science, when sham is 
as carefully discarded in the counting-room as in the engine-room, 
industry and trade will again begin to move cheerfully, and none 
will be hungry who do not deserve to be. As yet the leeches are 
everywhere, high and low, and they breed stagnation. When we 
get down to moral hard-pan, we shall get down to financial hard- 
pan also. 

Elizur Weight. 



